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BELGIAN KEY ECONOMIC INDICATORS 


(In billions of current U.S. dollars unless noted) 


Forecast 
Income/Production/Employment 1989 1990 1991 1992 


Population (millions) 9.947 9.895 9.987 9.988 
GNP (nominal) 157.5 196.9 201.4 203.9 
GNP per capita (dollars) 15833 19,898 20,166 

GNP (% growth) 4.0 3.4 1.5 

Industrial Production (1985=100) 114.2 123.0 4143.7 

Labor Force (1,000s) 4229 4,251 4,256 
Unemployment (avg. % for year) 8.3 7.5 8.2 

Average Hourly Wage (1975=100) 211.0 214.0 219.0 
Government Deficit as % of GNP -6.5 -5.5 -6.3 


Money and Prices 


Money Supply (M1) 30.88 36.44 36.48 
Public Debt 171.9 216.2 223.6 
Foreign Debt 27.30 16.81 18.1 
Reserve Money 11.3 12.8 12.6 
Long Term Govt. Bond Yield 8.6 9.3 
Inflation (CPI; %) 3.1 3.2 
Wholesale Prices (WPI; %) $.7 -1.0 
BF/$ Average Exchange Rate 39.4 34.2 


Merchandise Trade Balance/Balance of Payments (*) 


Exports (FOB) 100.84 118.1 117.6 
Exports to US 4.35 4.36 3.95 
Exports to EEC 74.14 88.71 88.51 

Imports (CIF) 99.3 120.1 120.5 
Imports from US 8.51 10.31 10.57 
Imports from EEC 70.87 87.81 87.69 

Merchandise Trade Balance 1.53 -2.01 -2.81 
With US -4.16 -5.95 -6.62 


With EEC some 0.90 0.82 
Service Balance 3.2 


Current Account Balance 4.4 
Terms of Trade (% change) -1.1 


*Statistics for the Belgium-Luxembourg Economic Union (BLEU) , 

Main exports to the United States (1991): Diamonds, passenger motor 
vehicles, petroleum products, photographic/cinematographic supplies, iron 
and steel, construction equipment. 

Main imports from the United States (1991): Tobacco, alcohols, 
plastics, engines, coal, automatic data processing equipment. 

Sources: U.S. Department of Commerce, National Bank of Belgium, National 


Institute of Statistics, OECD, Ministry of Economic Affairs, Data 
Resources Incorporated 





SUMMARY 


Belgium is a highly developed market economy, belonging to the 
OECD group of leading industrialized democracies. With exports 
and imports each equivalent to about 60 percent of GNP, it 
depends heavily on world trade, although about 75 percent of 
its trade takes place with other European Community (EC) 
members. Belgium’s service sector accounts for 65 percent of 
its GNP, against 33 percent for industry and 2 percent for 
agriculture. Belgium imports many basic or intermediate goods, 
adds value, and then exports final products. 


The country exports twice as much per capita as Germany and 
five times as much as Japan. Belgium’s trade advantages are 
derived from its central geographic location and a highly 
skilled, multilingual and productive work force. Over the past 
30 years, Belgium enjoyed the second-highest average annual 
growth in productivity for all OECD countries after Japan. 


Globally, Belgium ranks as the United States’ 10th largest 
export market worldwide and the fifth largest in Western 
Europe. Investments are treated favorably by the Belgian 
Government. U.S. trade and trade prospects are positive; there 
are many opportunities for U.S. exporters. 


Belgium’s high dependency on exports to trading partners with 
slowing economies, a reduction in domestic investment and 
consumption, and high domestic interest rates tied to German 
rates led to a slowdown in Belgium’s economic growth to 1.5 
percent in 1991, the slowest growth since 1985. For 1992, 
prospects are somewhat better; growth could reach 2 percent, 
but much depends on the economic results in Germany and other 
neighboring countries. Belgium’s unemployment level has grown 
steadily since the middle of 1989, but at a level consistently 
below the EC average. 


A low level of inflation and a stated Government goal of 
linking the Belgian Franc (BF) to the German Mark, coupled with 
consistently high current and capital account surpluses, make 
the Belgian Franc one of the strongest currencies within the 
European Monetary System (EMS). This strength will help the 
country in its efforts to meet the economic convergence 
criteria for membership in the European Economic and Monetary 
Union (EMU) later this decade. The Christian 
Democratic-Socialist four-party coalition will put great 
emphasis on achieving full membership in EMU by 1997. The 
focal point of economic policy for the new Dehaene government, 
which was installed in March 1992 will be to reach the EC’s 
annual public sector budget deficit target of 3 percent of GNP 
by 1996. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Economy Slows Due to Cyclical Downturn and Bundesbank 
Tightening: After high GNP growth averaging 4.1 percent during 


the 1988-1990 period, 1991 growth slowed to 1.5 percent, close 
to the lower levels of the early 1980s. This deceleration was 
mainly due to a fall in corporate investment and private 
consumption in light of high domestic interest rates linked to 
high German rates. Exports helped boost economic growth in 
1991, but only because of the export boom caused by German 
reunification (Belgian exports to Germany rose by 30 percent in 
1991). 


For 1992, the prospects are marginally better; real GNP growth 
of 2 percent is forecast. But that prediction assumes that 
economic recovery will gather speed in the second half of this 
year, as economic growth in Belgium's main trading partners, 
especially Germany, picks up again. First quarter economic 
growth was near zero (exports to Germany are declining); only 
private consumption contributed positively to economic growth. 
This cyclical downturn does help to keep inflation under 
control. In 1991, inflation reached 3.2 percent, significantly 
below the German and Dutch levels, and the level for 1992 
should be 3 percent. 


Maastricht EMU Goals Put Pressure on the Budget: Following 
years of high fiscal deficit spending through the early 1980s, 
the Government of Belgium (GOB) achieved significant deficit 
reduction for the remainder of the decade. Nonetheless, 
significant interest charges on the accumulated debt kept the 
annual budget deficit at 5.5 percent of GNP in 1990. Given the 
lead-up to national elections in November 1991, the annual 
deficit ticked back up to 6.3 percent of GNP in 1991. This 
regression in deficit reduction meant that the snowball effect 
of interest on government debt crowding out other federal 
expenditures reappeared. Total debt service was 32 percent of 
total federal expenditure in 1991, and Belgium's net 
accumulated debt rose from 121 percent of GNP at the end of 
1990 to 125 percent. For the first two months of 1992, the 
deficit rose by BF 45 billion (current BF/dollar exchange rate 
34/1) compared to the same period one year ago. 


Prime Minister Dehaene, who took office in March of this year, 
announced quickly that he wants BF 94 billion in expenditure 
cuts or added tax revenues to meet the 1992 budget deficit 
target of 5.3 percent of GNP that the previous administration 
set in July 1991. At the Maastricht summit in December 1991, 
EC members agreed that entry into EMU by the end of 1996 would 
require attainment of certain criteria, including, inter alia, 
an inflation level close to the average of the best three 
countries, an annual budget deficit approaching 3 percent 





of GNP and a cumulative public debt of 60 percent of GNP. 
While Belgium cannot expect to attain the cumulative budget 
target, the Belgian Government hopes that adherence to the 
annual deficit goal, combined with meeting all other targets, 
will qualify Belgium for membership in the first tier of EMU. 


The cumulative debt figure, although very high, currently is 
sustainable because 85 percent of Belgium's public debt is held 
by its own citizens, who have a high domestic savings rate. 
Despite the good intentions of the Belgian Government, the 1996 
budget deficit target of 3 percent of GNP will be hard to 

meet. Between 1992 and 1996, an estimated cumulative BF 230 
billion (in 1992 Francs) in added revenues/expenditure cuts 
must occur. Social security spending, which includes many 
social welfare programs, accounts for much of the public 
deficit. Nonetheless, political concerns will inhibit deep 
cuts in social security spending. 


Under EMU rules, certain budgetary accounting techniques used 
by Belgium in the past to mask the size of the deficit will not 
be allowed. One loophole under EMU rules will be the GOB's 
ability to transform its subsidies to public sector enterprises 
(an average of BF 100 billion per year) into capital shares, 
which will not be counted as part of the deficit. The GOB may 
also consider privatization of some state enterprises in order 
to reduce the public sector deficit. 


New Christian Democrat-Socialist Coalition: On March 6, a new 
four-party coalition government was formed under Prime Minister 
Dehaene. The government combines Christian Democratic and 
Socialist parties from the two main linguistic areas. The 
economic policy of the Dehaene administration will focus on 
four main goals: employment enhancement, maintenance of a 
close linkage between the Belgian Franc and the German Mark, 
safeguarding the international competitiveness of the Belgian 
economy, and reducing the annual public sector deficit to 3 
percent of GNP by 1996. To meet these goals, the new 
government will adhere to some basic guidelines, such as the 
maintenance of a flexible budget freeze, i.e., growth in 
federal expenditures net of debt servicing should not exceed 
the inflation level. 


Divergent Picture on the Labor Market: According to EC 
statistics, during 1991 the unemployment rate grew from 7.7 


percent of the active population to 8.1 percent, well below the 
EC average of 9 percent. This was the third consecutive year 
that the Belgian unemployment rate was below the EC average. 


The total Belgian unemployment figure masks at least three 
divergent tendencies in the labor market: gender, skills, and 
region. 





-- Gender: Male unemployment was only 5.3 percent in 1991, 
versus 12.5 female unemployment (one of the highest rates in 
the EC). 


-- Skills: There is a duality in the Belgian labor market, 
with highly skilled, highly paid workers at the upper end, and 
unskilled, low-paid or unemployed workers at the lower end. 
This dichotomy helps explain Belgium's high productivity growth 
(second only to Japan in the OECD area since 1960), despite the 
high percentage of long-term unemployed (over 60 percent of all 
unemployed). In 1991, more than 57,000 unemployed were denied 
further compensation because of abnormally long periods of 
unemployment. 


-- Regions: Unemployment in Dutch-speaking Flanders and 
Francophone Wallonia differs widely. Unemployment in Wallonia 
is mainly structural; it is cyclical in Flanders. The 
unemployment level in Flanders equals only half that of 
Wallonia. In general, sunset industries dominate in Wallonia, 
and sunrise or growing industries in Flanders. 


The Belgian trade union movement, which includes 60 percent of 
the labor force, plays a significant role in the Belgian 
economy. However, unions are, in general, nondoctrinaire and 
focus mainly on employment and social security issues. Since 
1989, Belgian wage costs have been kept in check quite 
successfully, thanks to: the Central Council of the Economy, a 
representative body consisting of employer federations and 
unions. The council regularly monitors Belgium's 
competitiveness and adjusts collective wage agreements or other 
cost-related measures accordingly. 


Benefits of a Strong Franc Policy: Since 1990, the Belgian 
Franc has staged a strong comeback after its poor showing in 
the 1980s. Ever since the May 1990 announcement by the 
National Bank of Belgium that the Franc was to be tied to the 
Deutsche Mark (by matching German Bundesbank interest rate 
increases to follow the Mark closely in the EMS parity grid), 
and the almost simultaneous cut from 25 percent to 10 percent 
in the rate of the Belgian withholding tax on interest income, 
the Belgian Franc has performed exceptionally well. It no 
longer occupies its traditionally weak position at the bottom 
of the EMS and has moved up close to the German Mark. The 
Franc stayed close, despite the steadily narrowing interest 
rate differential with the Mark. 


Starting in early 1991, nonresidents began to buy massive 
amounts of Belgian Government paper, resulting in the first 
capital account surplus (BF 70 billion) in 25 years. This 
capital inflow was due to an attractive expected yield and a 
greater liquidity in the primary and secondary market for 
Belgian Government paper. Given the small share of such paper 
in foreign investment portfolios, these capital inflows may 
last quite a while. 





Because both the current and long-term capital account balances 
are in surplus, the Belgian Franc is strong. The position of 
the BF within the European Monetary System (EMS) was the 
currency's strongest ever at the end of 1991. In 1991, the 
average divergence was negative for the first time ever, minus 
25 (a negative divergence from the central parity means that 
the currency is stronger than most other EMS currencies). This 
strength will probably improve this year. The Franc currently 
ranks even higher than the Mark and the Dutch Guilder. 
Nonetheless, this strength has not yet translated into lower 
Franc-denominated Euro-rates, which would be welcome for 
Belgium's budgetary financing problems. The downside of 
following the Mark closely are the high German interest rates, 
which are exacting a high toll on Belgium's debt repayments and 
economic growth. The government hopes that eventually 
confidence in the Belgian Franc will increase enough to result 
in interest rates even lower than German rates, and thus lower 
debt service. 


IMPLICATIONS FOR THE UNITED STATES 


Because of its history and location, Belgium is a true cultural 
microcosm of Europe. This diversity makes it an excellent test 
market and subsequent launching pad for European operations for 
U.S. businesses, especially small- to medium-sized U.S. 
business. Belgium is highly representative of the European 
market as a whole, as much for its demographic aspects as for 
its life style. Foreign companies are treated exactly the same 
as Belgian businesses. There are no restrictions on 
repatriation of capital and profits. Many Belgian companies 
are looking for licensing and joint venture opportunities. 


AGRICULTURAL TRADE OPPORTUNITIES 


U.S. agricultural and forest product exports to the 
Belgium-Luxembourg Economic Union (BLEU) in 1991 increased to 
$598 million from $501 million in 1990. Soybeans account for 
more than one-quarter of total U.S. agricultural exports to 
Belgium. The EC's double price system with variable import 
levies on most agricultural commodities remains a significant 
trade barrier to U.S. products. Recently, different approaches 
in meat inspection between the EC and the United States have 
led to the cutoff of exports of most livestock products from 
the United States to the EC. 


Trade opportunities in Belgium exist for quality bulk products 
such as soybeans, forest products, long grain rice, hard wheat, 
corn gluten feed, tobacco, raw cotton, and horse meat. The 

commodity group with the greatest near-term growth potential is 





probably forest products, particularly American hardwoods. 
Niche markets for gourmet products and seasonal fresh produce 
are promising areas for expanded U.S. agricultural exports. 
Belgium presents excellent opportunities for high value food 
products. Consumers are both price and quality conscious, but 
there is a definite bias towards quality. Financial support 
for the promotion of high-value generic food products such as 
wine, frozen foods, fruits and nuts, as well as freshwater fish 
is available through the Market Promotion Program (MPP) of the 
Foreign Agricultural Service, U.S. Department of Agriculture. 


Belgium's food retailing is dominated by large chains, which do 
some importing but also use importers/distributors. They, in 
turn, can be distributors to smaller retailers in areas where 
there is no coverage. Smaller national and regional chains 
tend to be supplied by individual importers/distributors. 
Institutional buyers and restaurants rely on both 
importers/distributors and wholesale markets. 


BEST PROSPECTS IN NONAGRICULTURAL AREAS 


Computer Software and Services: The Belgian software market 
today is valued at about $1.8 billion. U.S. companies dominate 
the packaged software market. Most Belgian companies will 
continue to concentrate on the development of services and of 
vertical software packages specific to Belgian circumstances. 
Areas with particular growth potential are information and 
image management, networking, and systems integration. 


Computers and Peripherals: There is little domestically owned 
computer manufacturing industry in Belgium. Belgium lags 
behind its potential for computerization due mainly to the slow 
decision-making process in both business and public markets. 
The most promising subsectors are personal computers, 
portables, and data communication equipment. The computer 
peripherals market is estimated at $520 million. Tape back-up 
systems are still a real growth market, and 80 percent is of 
American origin. Printers are 90 percent Japanese origin. 
Recent high-flyers include video boards and networking boards. 
The CD ROM is already well introduced in the high-end of the 
market. This market will develop quickly when prices fall. 


CAD/CAM/CAE/CIM: This market is estimated to be worth $66 
million with a growth rate of 16 percent per year. It is 
characterized by the predominance of mechanical applications, 
followed by electronic automation and facilities design 
applications. Mapping applications represent the smallest 
segment of users. Computer-aided techniques for planning, 
development, construction, and production, as well as of 





logistics and quality control, are very much in demand. Some 
150 CAD/CAM software systems are sold on the Belgian market. 
Specific application software is written locally based on U.S. 
software. Market prices range from $600 for small to $267,000 
for larger software systems. AUTOCAD is the most popular 
package in Belgium (on average some 2.5 packages are sold per 
day at the price of $5,900). There also is a large replacement 
and maintenance market. In the services market, training and 
consulting are the largest segment. 


Travel and Tourism: The Belgian market for travel and tourism 
to the United States is valued at $450 million and is expected 
to double over the next decade, with excellent growth in the 
fly and drive and youth markets. A Visit USA Travel 
Information Center in downtown Brussels is open to the travel 
trade and general public. U.S. suppliers of travel and tourism 
services wanting exposure in the Belgian market should contact 
the Visit USA Travel Information Center through the U.S. 
Embassy-Brussels (see address on last page of this report). 


Airport Expansion: The Brussels National Airport is in the 
process of tripling its capacity. Several U.S. companies have 
been successful in the redesigning of the terminal, 
reorganization of the passenger and luggage handling, and 
radical upgrading of its security system. More remains to be 
procured, especially in the area of telecommunications, radar, 
simulators, and air traffic control. 


Franchising: The Belgian fast food franchising market is 
growing at an annual rate of 12 percent. It is largely 
dominated by U.S. concepts, such as standard operated 
restaurants offering a limited but highly successful range of 
dishes. The best sales prospects are for home and office 
delivery products and drive-in products. The most popular fast 
food items are still hamburgers and pizzas, but Belgium is open 
to new tastes and concepts. 


Biotechnology - Diagnostic Tests: Belgium has a well-developed 
national medical insurance system covering almost the entire 
population. The system provides for reimbursing most medical 
expenses and even leads to over consumption, especially in 
clinical biology products and services. The annual market for 
diagnostic tests is $110 million and growing 4 to 5 percent 
annually. 


Auto Repair and Maintenance Equipment: There are 4.5 million 
motor vehicles registered om Belgium, of which 3.8 million are 
cars. The car to inhabitant ratio is close to that of the 
United States. Belgian car owners tend to keep their car 
longer (54 percent are more than five years old, 20 percent are 
more than 10 years old). Hourly wages of a garage mechanic 





10 


range from $16 to $23. Therefore, repair stations want 
state-of-the-art equipment to help reduce overhead. The total 
import market is estimated to be $180 million. Electronic 
measuring and tracing equipment is an excellent prospect. 


Other Products With Good Sales Opportunities 
The following products also have good sales potential: 


--Aircraft and parts: Aircraft parts, engine replacement parts 
and remanufacturing, and consumable parts. 


--Coal: Pulverized coal injection (PCI), metallurgical coal, 
and steam coal. 


--Information Services: Network services, systems integration, 
professional services, and processing services. 


--Telecommunication Services: Value-added services, 
information services, and EDI. 


--Medical Equipment: Cardiology, pediatric, ophtalmology, and 
neurology. 


--Industrial Chemicals: Inorganic chemicals, petrochemicals, 
plastic processing, and pharmaceutics. 


--Pollution Control Equipment: Air pollution control, water 
pollution control, and waste disposal. 


--Laboratory Scientific Instruments: Immunoessay equipment, 
immunoessay reactives, analytical equipment for environmental 
monitoring, and quality control. 


--Security and Safety Equipment: Automatic and remote access 
control, closed-circuit TV monitoring, identification systems, 
and X-ray detection hardware. 


--Automotive Parts and Service Equipment: Non-asbestos brake 
pads, linings, shock absorbers, filters, windshield wipers, 
car-styling elements, and in-car gadgets. 


--Paper and Paperboard: Coated graphic papers, uncoated graphic 
papers, kraftliner, newsprint, and wrappings. 


--Lasers & Electro-Optics: Lasers for bar code scanning 
applications, lasers for ophtalmology, surgery and telemetry, 
and diode lasers for the compact disk market. 


--Sporting Goods: Camping and trekking equipment, skiing 


equipment, skate/surf/sail boards, exercise equipment, and 
mountain bikes. 
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--Materials Handling Machinery: All terrain lift trucks. 


--Apparel: Rainwear, leisure clothing (including T-shirts and 
jeans), leather jackets and clothing, and lingerie. 


--Building Products: Versatile, innovative prefabricated systems, 
log homes, and plywood. 


--Furniture: Traditional quality products, small furniture items 
(such as coffee tables and lamp stands), and office furniture. 


--Textile Machinery: Electronically controlled hi-technology 
machinery for the carpet industry. 


--Dental Equipment: Dental chairs and dental units. 


Market research reports are available from the U.S. Department of 
Commerce, Belgium Desk. 


TRADE PROMOTION EVENTS 


Trade promotion events are a good way to introduce products and 
services, contact customers, appoint representatives, or support 
existing distributors. Events over the next year are: 


DATE EVENT 


JUNE 15-16/92 MATCHMAKER TRADE MISSION IN 
CONSUMER GOODS 

JUNE 18/92 BELGIAN-AMERICAN JOINT VENTURE 
SEMINAR 

SEPT 3/92 POW-WOW EUROPE - FOR SUPPLIERS OF 
U.S. TRAVEL PRODUCTS AND SERVICES 

SEPT 6-9/92 DECOSIT - U.S. PAVILION FOR 
UPHOLSTERY FABRICS 

NOV 25-27/92 BRUSSELS TRAVEL FAIR 

MARCH 1/93 VISIT USA TOURISM WORKSHOP 

MAY 3-8/93 FLANDERS TECHNOLOGY FAIR 

MAY 13-14/93 MATCHMAKER TRADE MISSION IN PROCESS 
CONTROLS AMD ANALYTICAL SCIENTIFIC 
INSTRUMENTS 


KEY U.S. GOVERNMENT AND OTHER SOURCES OF INFORMATION ON BELGIUM 


MR. JERRY K. MITCHELL MS. SUZANNE HALE 

COMMERCIAL COUNSELOR DIRECTOR HIGH VALUE PRODUCTS 
SERVICES DIVISION 

MR. JOHN L. MORAN FOREIGN AGRICULTURAL SERVICE 

ECONOMIC COUNSELOR U.S. DEPARTMENT OF AGRICULTURE 

U.S. EMBASSY - BRUSSELS WASHINGTON, DC 20250 

APO AE 09724-1016 TEL: (202) 720-6343 

TEL: 011-32-2-513.38.30 FAX: (202) 690-4374 

FAX: 011-32-2-511.27.25 
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MR. HUGH NEIGHBOUR MR. SIMON BENSIMON 

BENELUX DESK OFFICER BENELUX DESK OFFICER 

EUR/NE, RM 4513 U.S. DEPARTMENT OF COMMERCE 

U.S. DEPARTMENT OF STATE 14TH St. & CONSTITUTION AVENUE, NW 
WASHINGTON DC 20520 WASHINGTON DC 20230 

TEL: 202/647-6664 TEL: 202/377-5401 

FAX: 202/647-3507 FAX: 202/377-2897 


BELGIAN AMERICAN CHAMBER OF COMMERCE IN THE UNITED STATES, INC. 
EMPIRE STATE BUILDING 

350 FIFTH AVENUE 

SUITE 703 

NEW YORK, NY 10118 

TEL: 212/967-9898 

FAX: 212/629-0349 


EMBASSY OF BELGIUM IN THE UNITED STATES 
3330 GARFIELD STREET, NW 

WASHINGTON, DC 20008 

TEL: 202/333-6900 

FAX: 202/333-3079 
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